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L INTRODUCTION
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DATE COMPLAINT FILED: 10/06/2009
DATE SUPPLEMENT FILED: 10/21/2009
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MBnachuMtts Reoublican Partv

Martha Coakley
Coakley far Senate and Nathaniel C. Stinnet, in his
OTiiciai capacity aa masurer
wOajuey (State) v^ooumttee

2U.S.C §434(b)
2U.S.C.§441i(c)
HCF.R.§110.3(d)

Disclosure Reports

Finance

$es mat Martha Coakley, the Massachusetts Attorney

• the U.S. Senate in the January 19, 2010, special

ttee to pay for consultants that benefited Coakley's

that were then transferred to her federal committee,

ioned wehmte_ various domain namen and camnmon

fMnmhemfllifl used durinff her Senate carnnaian announcement all alleoedlv in violation of
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1 2 U.S.C. § 441i(e) and 11 C.FJL § 110.3(d). In addition, a supplemental complaint was filed

2 providing more detail about the consultants who worked for Coakley's state committee, and later

3 her federal committee.

4 While the responses by Coakley's federal «vi state committees assert that the state-to-

5 federal asset transfer find the|Me «f «tate campaign funds to hfap Cftngn^n*y ^BTC in compliance

to 6 with state and federal law and did not violate the Act, the responses offer only cursory
•-i
jjj 7 explanations tor these activities.1 They do not provide specific information refuting the

f\i 8 allegations in the complaint, nor is such infonxiation available torn dthercommittee*s state or
«qr
^ 9 federal dMsclc*iire reports or other pubHc sources. We therefore recommend that the Commission

,_i 10 find reason to believe that:

11 • CoaUey for Senate apd Nathaniel C. Stinnet, hi his official capacity as treasurer
12 ("Federal Committee"), violated 2 U.S.C §§ 434(b) and 441i(eXlXA) and 11 C.F.R.
13 §110.3(d);

14 • MarthaCoakley violated 2 U.S.C. § 441i(eXlXA) and 11 CJ.R.§ 110.3(d);and

15 • Coakley (State) Cominittee C^tatc Coinmhtee^ violated
16 HC.FJL§110.3(d).2

17 We also recommend that the Commission authorize me iise of compulsoiy process to conduct a

18 limited iin*Brtip|BfiMH into this activity.

1 Mvtha Coekky did not penonilly file • mpome.
2 Tte complaint docs not explicffly claim
ComnifaiioB's "testing the wttai1* regulations at 11 C.FJL |f 100.72 and 100.131. As part of their responm,
howcvu, Coakley*a fedenl and state romnuttimi specifically denied that ney violated "testing die waten"
provisions. 5lwRBSi)QiiseofCoaUeyn)rSensie(at3;RBSpomwofCo Becsnsethe
coBDhunt does not sncdfically allege a "testfa«thewatas"vk>latk»fiior*>esftp
about the puipoec of the activities of the contunants and flie assets tiansftned to the Fedenl Committee to suggest a
violation, this report does not contain an snsJyris or reconmi
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1 II. FACTUAL AND LEGAL ANALYSIS

2 A. Factual Background

3 Martha Coakley is the Massachusetts Attorney General and was the Democratic nominee

4 for the U.S. Senate in the January 19, 2010, special election. She formally declared her Senate

5 candidacy on September 3, 2009, filing her Statement of Candidacy and her federal

<3r 6 ccimmttee's Statement of Oi^amzan'on the same day. The complaint alleges that, before this
»H

Kt 7 date, Coakley used the State Committee to pay for federal exploratory activity and produce a

3(%j g "quick launch** <*f hy s<»pat»» carnpflign. Accop^nf? fr* the complain^ the State Committee used
«T
5" 9 state campaign funds to benefit the Federal Committee in two ways:

O
HI 10 • The State Committee paid to hire Kevin Convoy, the eventual campaign manager for her

11 federal campaign, and Alex Zaroulis, her spokeswoman, in August 2009, and paid for
12 woikbytwoconsultmgfinnsl4CPartnenIJLCandU
13 the federal campaign;

14 • The State Committee paid to buy a fundraising database, redesign Coakley's website,
15 and secure 37 variations of "mmthacoflklry.com," and bought $6,000 worm of yard signs,
16 posters, buttons, lanyards, and t-ahirts featuring her generic campaign logo that were used
17 when Coakley announced her candidacy, men sold these assets to me federal committee
18 for $35,725 pursuant to an asset sale agreement on the same day Coakley announced her
19 candidacy; and

20 Respondents have denied that the State Committee improperly paid for federal exploratory

21 activity, asserting that Coakley hired poUtic^ consultants for her state reelection in 2010, and

22 that both committees were in compliance with state and federal laws.

23 1. Consultants

24 The State Committee hired campaign staff and several consultants within the month

25 before Coakley announced her Senate candidacy on September 3, 2009, "even though [Coakley]

3 Sn Complaint at 2.
4 S« Response of Cotkky for Senate, at 3; R^^
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1 feccs no challengers fbr the 2010 attorney general race.'*5 In particular, according to the

2 complaint, the State Committee hired Alex Zaroulis on August 1, 2009, and Kevin Conroy on

3 Aupmf 1 7, 7.009, "hft ff^atdifld to thff 3*nfte campaign after Cftaklfly mummied her candidacy

4 and allowed her to launch her campaign quickly.6 Although the complaint alleges that the early

5 hiring of these "key individuals** improperly benefited Coakley's federal campaign, Coaklcy

6 representatives asserted publicly (hat these consultants mitiaUy were hired for trie state

7 campaign. Zaroulis, who ran Coakley's ffftTnni^inic-fltiong for the Senate nee, glM*nf thut she

8 "was paid $2,000 from Coakley's state account because ste was originaUy hired for the attorney

-a9 general's race. Zarowlif rffp gxplffiin^ tfr^ hiring of Conroy, the Federal CV

10 campaign manager, by stating, "It is not unusual for a state canu^gn to hize campaign staff

11 months, even a year, in advance to prepare for an election. Kevin Convoy was hired for that

12 purpose."9

13 The State Committee also paid

14 • $9,000 in June and July 2009 for consulting services by a Washington political consulting
15 firm, 4C Partners, LLC;

16 • $716 in August 2009 to reimburse travel expenses of 4C worker Julia Hoffinan, who
17 went on the state campaign payroll in December 2008; and

18 • $12,000 combined to Liberty Square Group, in June and August of 2009.10

5 OxiipluiitAttech. 1 (Hillary Chabot,A/^
HERALD, Sept 2, 2009); SMO£IO Complaint at 4.

ASSOCIATED PRESS, Sept 10, 2009).
7 SwDave ̂ t^tSOGlnFtmdtPaidtoAG'sComuhantsEyed.EOS^mnERM^.O^ 17, 2009, at A4.
1 See Cbfo*,stiprai set also Jtfnu^nqm
9 Johnson, svpra.
n Set id In addition to these amounts alleged m
Group $6,000 in July 2009. Stt Reports of Martha Coaktey, Massachusetts Ofrk* of Campaign and Political
Finance ("QCPP"! maUaHs at http^/www.efe.cpf.snitff miilBVSfflTrlll>T<lHl>'imlt' •T*7<Tfl<|aEl ̂  ' M
March 12, 2010).
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1 Both 4C Partners, LLC and Liberty Square Group were retained by the Fcxleral Committee after

2 Coakley announced her candidacy on September 3,2009.ll

3 2. Transfer of Assets

4 According to the 0004)181111,111081816 Committee used campaign funds to buy a

5 fundraising database, redesign her website, seciiredonudn names, and purchase $6,000 worth of

($ 6 yard signs, posters, buttons, lanyards and T-shirts featuring her campaign logo, then sold these
tH
00 7 assets to the Federal Committee for $35,725 on the same day that Coakley announced her

fsj S candidacy.12 Coakley's federal and state committees repotted this transaction, although prior
*t
** 9 entries for disbursements by the State Conimittee cannot be readUy identified as the source of

J~ 10 payment for the assets later transferred on September 3,2009.13 Coakley also publicly disclosed

11 the existence of an asset sale agreement between her state and federal campaign committees at

12 the time she declared her candidacy.14 Neither committee, however, provided a copy of the

13 agreement with its response.

14 B. Analysis

15 The complaint alleges timt Coakley used her state c-flrflptugn account to pay for

16 exploratory U.S. Senate campaign expenses in violation of the Act. This allegation implicates a

17 potential violation of 2 U.S.C. § 441i(e) and 11 C.F.R. f 110.3(d) for transferring nonfederal

18 funds to the candidate's principal campaign committee, and, in turn, potential violations of

11 &r Complaint at 3.

" SeeidtiLl
13 On the same day that Coakley announced her candkla^
disbunement to the State Committee for the 'Ttarehise of Aisetifimn State Cominnlee See
Coakley for Senate, October 2009 Quarterly Report, at 2SS7. One week later, the State Conimittee reported

i far g^ t̂*. r«mmiH»rf» *- •VmA^ml rmtimJM^ rmrf««h.g *»*•»

^wReiwti of Martha Q)§ldey,OCTF,ivr» This entry in me State Committee's
Mamrhiitelti' campaign finance report mcluded a notation: **$ to be Purged to Charity MA 02129." On November
2512009,mcSlateCoinuuUeeiepuilBdmakmganexpcud1tmefa
School for GMs, in the same amount it received for the sak of OK assets to me Federal Ommittee, $35,725.
14 SM Johnson, n^ra.
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1 2 U.S.C. § 434(b) by the Federal Committee for felling to properly report its contributions and

2 expenditures related to these activities. We address each of these possible violations in turn.

3 1. Use of State ChmmitteFuiid^^

4 i. Asset

5 Federal candidates and officeholders, or entities directly or indirectly established,

K 6 financed^ maintained or controUed by them, are restrict^
•H
oo 7 transferring, or spending nonfedenl funds. See 2 U.S.C. § 441i(eXlXA). The State of
Ki
J*J 8 Massachusetts permits labor organizations to niake contributions to candidates, and the State
«ar
*T 9 Committee's disclosure reports show that it accepted union contributions during 2009.
O
© 10 See Mass. Gen. Law. 55:8 (prohibiting corporations, but not labor organizations, from making

11 contributions); see generally Reports of Martha Coakley,OCPF,ji4pra. By transferring as

12 purchased with these nonfederal funds, the Respondents may have violated 2 U.S.C.

13 §441i(eXlXA).

14 In addition, section 110.3(d) of the Commission's regulations provides, in material part,

15 that transfers of funds or assets from a candidate's campaign committee for a nonfederal election

16 to his or her principal campaign committee for a fedeial election are prohibited. &e 11 C.FJI.

17 § 110.3(d). "The Commission, however, has permitted the transfer of a nonfederal committee's

18 ngffftff ft? t*1* campaign «nnmit1ffff ftf ? ̂ nH'̂ qtf for fa«***«l nffir* m*v>n mirfi fran«fcr wa«

19 conducted undercurrent market practices and at the usual and normal charges.w ^ee Statement

20 of Reasons of Chairman Walther, Vice-Chairman Petersen, and Commissioners Bauerly, Hunter,

21 and Weintraub, MUR 5964 (Schock for Congress); see also Advisory Opinion 1992-19 (Mike

22 Kreider for Congress Committee) (lease of state campaign committee's computer equipment to

23 candidate's federal campaign committee); Explanation and Justification: Transfer of Funds from
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1 State to Federal Campaigns, 58 Fed. Reg. 3474,3475 (Jan. 8, 1993) ("the rule should not be read

2 to proscribe the sale of assets by the slate campaign committee to the fedend campaign

3 committee, so long as those assets are sold at fair market value"). Further, me Commission's

4 regulations define "usual and normal charge" as Mthe price of those goods in the market from

s which they ordinarily would have been purchased at the time of the contribution." 11GF.R.

«> 6 § 100.52(4X2).
•H

j* 7 The Respondents also may have violated the broader provisionof 11 CF.R.§ 110.3(d),

<v 8 which prohibits the transfer of assets from a nonfederal campaign to a federal campaign. The
«y
^ 9 Respondents do not qualify fat the narrow exception to this regulation because the transfer was
O
^ 10 not conducted under current market practices. Unlike the used computer equipment in Advisory

11 Opinion 1992-19 (Mike Kreider for Congress Comrmttee) that was avau^le for purchase on the

12 open market as well as from the state committee, the assets purchased by the Coakley's federal

13 MimiMttM mint* mily avaiUKU ftntti • dngU amm** th» oum^r of

14 Conversely, all of the assets purchased, including the website, the campaign signs and t-shirts,

15 and the consulting work, only had value to one buyer, namely Martha Coakley. Far from being

16 considered a transaction conducted under current market practices, the State Committee's

17 investment in these assets resembles an advance purchase on behalf of the Federal Committee

18 more than an arms-length transaction.15 Moreover, the timing of the transaction indicates that

19 the transfer may not have complied whiicunentniarket practices because the Fedeî  Com

20 was able to purchase crucial components of its campaign infiastnicture on the day Coakley

21 announced her candidacy in the special election.

19 It append* the Slate Committee alioi^^
Committee because h designated me $35,725 to be "purged to charity." S« Reports of Martha Coakky,OCPF,
npra. The ftct that the State Committee did not in^^
transactkn was not conducted under curremmaiket practices and at me usual and nonmd charges
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1 In addition, we have no information establishing that the State Committee, in feet, sold

2 Ifae assets far the usual and noimal charge or received fair market value for them. In past

3 matters, the Commission has been able to assess whether a potential transfer of assets complied

4 with the Act when respondents provided documentation establishing that the sale of the assets

5 was for the usual aixiiionrialduu^m response to tta See, e.g., Statement of

O> 6 Reasons, jqpra, MUR 5964 (Schock for Congress) (operating agreement and invoice submitted
•H

°® 7 with response) (dismissed based on dt miwmif amount of potential violation). Although the
NI
^j 8 Respondents in this matter have asserted that they complied with the Act, their responses do not
sr
*5T 9 specifically address whether the transfer was conducted at the mnipj v\A normal charges.
O
5 10 Moreover, neither committee reported Hie type of assets that were tnmsferred, only that the assets*̂i

11 were purchased for $35,725.16 Although Coakley apparently revealed the existence of an asset

12 sale agreement to the Associated Press that detailed some of the items transferred, the

13 Respondents did not provide this agreement to the (^nimission and have foiled to offer any

14 explanation for the circumstances or the timing of the transfer. Thus, unlike me respondents in

15 MURS964(Schock for Congress), the Respondents m this matter have not demonstrated that the

16 transfer qualified for the limited exception to the Act's prohibition on the transfer of assets from

17 a state to a federal campaign.

18 ii. Payments for Consultants

19 Finally, although the Respondents foiled to provide any information regarding the

20 payment for consulting services by the State Committee in their responses, Coakley's federal and

21 state committees have denied publicly that the consdtants worked on behalf of C^aldey's federal

22 candidacy while receiving payments from the State Committee. See supra Section II .A.1. While

" SwCotkley for Senate, October 2009 Quarterly Report, at 2887; wofco Reports of M«tha Coakley,
OCPF, npran. 13.
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1 we have no reason to doubt the veracity of these public statements, the Respondents did not

2 address this allegation in their responses, and any payments that directly benefited the Federal

3 Committee could potentially be a violation of 2 U.S.C. § 441i(eXlXA) and 11C J.R. § 110.3(d).

4 2. Reporting

5 The transfer from the State Committee to the Federal Committee, would be required to be

O 6 disclosed by the Federal Committee. See 2 U.S.C. § 434(b). Because the Federal Committee did
<M
°® 7 not report the receipt of the State Committee contribution, ft

£ I may have violated 2 U.S.C. § 434(b) as well.
«ar
«ff 9 3. Conclusion
O
5 10 Therefore, we recommend that the Comrnission find reason to believe that (1) Coakley*̂i

11 (State) Committee violated 2 U.S.C. § 441i(eXlXA) and 11 C.F.R. § 110.3(d) by transferring

12 assets to Coakley for Senate; (2) Martha Coakley violated 2 U.S.C. § 441i(eXlXA) and

13 11C.F.R. § H0.3(d) by transferring and receiving assets transferred from the Owkley (State)

14 Committee; and (3) Coakley for Senate and NatriarjielC.Stmnet, in his official capacity as

15 treasurer, violated 2 U.S.C. §§ 441i(eXlXA) and 434(b), and 11 C.F.R. § 110.3(d) by receiving

16 assets transferred from the Coakley (State) Commmte and by failing to

17 contribution,

is

19

20

21

22

23
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4 | Although we plan to utilize informal

5 investigative methods, where appropriate, we recommend that the Commission authorize the use

*H 6 of compulsory process, including orders to submit written answers and subpoenas to produce
rj
o® 7 documents, which we would use in the event the parties do not cooperate in providing this
Kl

IX
fsj S information.
*T
^ 9 IV. RECOMMENDATIONS
O
2 10 1. Fmd reason to beUeve that O>aklcy for Senate and Nathaniel CStim

1 1 capacity as treasurer, violated 2 U.S.C. §§ 434(b) and 441i(eXD(A), and 1 1 C.F.R.
12 §110.3(d);

13 2. Find reason to believe that Martha Coakley violated 2 U.S.C §441i(eXlXA) and
14 HC.F.R.§110.3(d);

15 3. Find reason to believe that Coakley (State) Committee violated 2 U.S.C.
16 § 441i(eXlXA) and 1 1 C.F.R. § 1 10.3(d);

17 4. Authorize the use of compulsory process;

18 S. Approve the attached Factual and Legal Analyses; and

19 6. Approve the appropriate letters.

20

21 Thomasenia P. Duncan
22 General Counsel

• <o
26 Date Kathleen M.Guith
27 Deputy Associate General Counsel for
2S Enforcement
29
30
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f Campaign and Political Finance Memo. M-84-01
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M-84-01
Issued: January 23.1984
Revised: December 22,2008

This memorandum outlines thliwrayp^ of state law relative to a Ma^sax^visetts
candidate committee that wishes to: (I>a^nsf6r funfebetween that candidate's Massachusetts
and federal committee, (2) solicit contributions jfjPnAd to contributors by that candidate's
federal committee or (3) make expenditures toj(lpya*™>teia" in connection with a possible
campaign for Federal office.

The Massachusetts campaign finance law and
Election Commission (FEQ) prohibit the transfer of funds or
candidate's federal and state political committee. Specifically,
pertinent part:

u p n g a t e d by the Federal
a Massachusetts
i 7 provides, in

No candidate or candidate's committee shall receive a transfer of funJiXr assets from
any federal political committee. No candidate or candidate's committee shall make an
expenditure of, or transfer, funds or assets that were transferred on or after November
25.1998 from a federal political committee.

Similarly, FEC regulations provide that a federal campaign committee may not receive transfers
of funds or assets from that candidate's nonfederal (e.g. Massachusetts) campaign committee.
Sfifill CFR 110.3(d). It should be noted, however, that 11GFR 110.3(d) allows a candidate's
federal committee to solicit a contribution from a comtibutor who previously contributed to the
candidate's state committee, after the state committee has refunded the contribution.

ATTACHMENT *y OF ^

www.maaa.gov/ocpf E-mail: ocpfBJopf.atato.ma.ua
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11. Solicitation of Contributions Refunded by Candidate1! Federal Committee.

Although the campaign finance law prohibits transfers from a candidate's federal
committee, it does provides that a candidate's state cominitteeinay^coordiiitteaiimngeinents,
with a federal committee that refUnds contributions pursuant to fbderai law1, lor a solicitation of
the same contributors by the candidate's [stale] committee." See M.O.L. c. 55, § 7. If such a
solicitation occurs, section 7 requires that the candidate's state committee must pay the full cost
of such a solicitation. In addition, the contributor must make the contribution to the candidate's
state committee, if grader than $50.00, from the contributor's checking account, or by credit or
debit card. Ss&M.O.L.fe55,$9.

A candidate's
cap^pnign finance activi
Massachusetts law and
expenditures while exploring
significant restrictions on such
of this memorandum, that a Candida1

committee is organized primarily for the purpose of handling
state, county and municipal elections. While

this purpose, and that such funds spent
law, e.g.f not from corporations, unions,
IOO.S(a).

IV. Additional Information.

for federal office, the FBC imposes
Specifically, it is our understanding, as of the date

fttee may spend no more than $1,000 for
from sources permitted under federal

or foreign nationals. See 11CFR

OTliis memorandum is intended to serve only as a gener tojandidatesand-
fa federal and

waters" for a
candidate committees which may wish to transfer funds
state political committees, solicit refunded federal
possible federal candidacy. ai ^ w

^" MLCandidates or committee treasurers should contact theFedera^lawbn
Commiasloa for assistance relative to the application of federal law to c^dmwte's
committee activities. The Federal Election Commission's toll free number is
1-80Q-424.M30

Questions regarding the application of state law or regulation should be directed to OCPF
at 1-300-462-OCPF or 617-979-8300.

comrftMitonftrsubNquemsolkititkmbyaiUUeooairoiitec. The FGChu rated, however, that such retondsnuy
be nwde consistent with IMeral taw. 3a PEC Advisoiy Opinion 1996-52.


